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CONFIDENTIAL STATE 052798 

E.O. 11652: GDS 
TAGS: MASS, IR 

SUBJECT :INCENnVES FOR CONTRACTORS TO WORK THEMSELVES OUT 
OF A JOB 

REFERENCES: A) 77 TEHRAN 5775; B) TEHRAN 0419; 

C) SECDEF 310149Z 

1 . STATE AND DOD HAVE BEEN EXAMINING ISSUE OF POSSIBLE 
INCENTIVES FOR CONTRACTORS TO WORK THEMSELVES OUT OF A 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 STATE 052798 

JOB. IT HAS PROVEN A DIFFICULT SUBJECT AND WE ARE 
CONVINCED THAT THERE ARE POTENTIAL PROBLEMS FOR BOTH 
US AND THE IRANIANS IN AN ACROSS-THE-BOARD ADOPTION OF THE 
EMBASSY'S ORIGINAL RECOMMENDATIONS FOR INCENTIVES AND AN 
AWARD FEE BASIS (REF A). 

2. WE DO, HOWEVER, RECOGNIZE THE IMPORTANCEOF ASSURING THAT 
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THE NUMBER OF CONTRACTORS IN IRAN ARE ONLY THOSE REQUIRED 
FOR EFFECTIVE PROGRAM IMPLEMENTATION AND OF THE GENERAL 
POSSIBILITIES OFFERED IN THE EMBASSY'S RECOMMENDATIONS. 

3. IN VIEW OF BOTH THESE PROBLEMS AND POSSIBILITIES, WE 
BELIEVE THE BEST WAY TO PROCEED IS A CASE-BY-CASE EFFORT 
TO INCLUDE MEANINGFUL INCENTIVES IN CONTRACTS AS THEY 

COME UP FOR NEGOTIATION OR RENEWAL. THIS IS NOW BEING 
DONE IN CONNECTION WITH NEW BELL HELICOPTER CONTRACTS 
(REF C) AND WILL ALSO BE ATTEMPTED AS OTHER SIMILAR 
OPPORTUNITIES ARISE. WE WILL KEEP YOU INFORMED AS THESE 
EFFORTS PROCEED. VANCE 


CONFIDENTIAL 


NNN 
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